Between the dire fiscal problems of the states, the sagging economy, and the threat of terrorist attacks, it is hard to feel optimistic about making headway on reducing the number of people without health insurance in the United States. However, two events in November and December 2002 were heartening. Health policymakers and researchers now need to respond.
The first event was the November release of an Institute of Medicine (IOM) report on the U.S. health care system (IOM 2002) . The report highlighted the plight of the 41.2 million uninsured Americans. One of the report's recommendations is that three to five states become demonstration sites for testing efforts to create affordable health insurance for all the states' residents. The recommendation is that the demonstration projects have a 10-year duration, providing states enough time to build public-private partnerships and redesign public insurance programs. Because of the states' current fiscal problems, the IOM further recommended that the federal government contribute all or nearly all of the additional funds that would be needed to conduct the demonstrations.
The second event was a speech by Bruce Bodaken, the chief executive of Blue Shield of California, who proposed that California require all but the smallest employers to provide health insurance to employees, and that individuals who can afford coverage be required to buy it on their own (Freudenheim 2002) . In Bodaken's proposal, subsidies for purchasing private insurance would be available to low-income but not poor individuals; and eligible residents would be enrolled in the public health insurance programs. Executives of other insurance companies also have proposed that states or the federal government define ''essential health care'' or basic benefits packages. The idea is that such policies would be less expensive than most current policies because they would cover fewer services-but the lower premiums also would attract people who currently feel that they cannot afford health insurance. Some states already have permitted subsidized programs of health insurance for low-income people to be exempt from state mandates on benefits. These programs have leaner benefits packages and lower premiums.
The almost simultaneous timing of the recommendation from the Institute of Medicine and the proposals from private health insurance companies is indicative of how serious the problems are for the uninsured and for the health insurance system itself. Insurance companies and managed care plans are increasingly concerned that rapidly rising premiums are causing people to drop coverage. Recent research by Cutler (2002) and Chernew, Cutler and Keenan (2002) provide support for this concern; using different methods, they have found that rising premiums (and rising employee costs especially) explain much of the recent increase in the estimated number of uninsured. While people with lower incomes are most likely to decline even employer-sponsored coverage, young people constitute a large portion of workers with lower incomes simply because they are just starting their careers.
Insurers and policymakers are rightly concerned that if young people do not enroll in policies, their absence will exacerbate two problems. The first problem involves the health of the young people themselves. Even seemingly healthy people can have unexpected, costly medical problems-car accidents, illnesses such as diabetes or cancer, or pregnancies that be-come complicated. Not having health insurance reduces the options for treating such problems. This affects the individuals as well as the providers of health care, who need to be compensated in some measure for the care they provide. Hospitals in particular are often economic anchors in communities and they cannot continue to provide greater amounts of free care.
The second problem involves the financial health of insurers. This health depends on having a mix of low-risk, healthy people to balance the costs of people who have high medical expenditures each year. The average risk level of people covered by a carrier's policies naturally will increase if younger people (who are typically healthy and low risk) begin to decline coverage. Playing this out on a larger scale, it is obvious why insurers are concerned about creating policy options that will attract younger people. Without them, there is a high potential for private health insurance to unravel within a decade.
Convene Meetings to Create Demonstrations with Research Designs
The calls for creating demonstrations or implementing new health insurance policies have to be met with well-designed proposals. Otherwise, we may end up with half-baked ideas that everyone will agree in five years were a colossal waste of taxpayers' money. The way to begin is to convene a number of meetings with experts on health insurance. Such experts should include people who have modeled demand for coverage as well as people who understand how the health insurance markets respond to risk.
Those of us in the research community should immediately sketch out the primary questions that are believed to be unanswered with respect to what affects demand for health insurance. Since the majority of the uninsured are also low income, these questions clearly need to focus on issues that may be different for low-income people than high-income people. For example, the price elasticity of demand for health insurance is undoubtedly different for people in different income categories. Similarly, price sensitivity of cost-sharing mechanisms (particularly copayments or coinsurance) is thought to depend on income. Demand for health insurance also is believed to differ among various immigrant groups, depending in part on how long someone has lived in the United States; we need to know more about why this is so.
One question we all would like answered: What is the best way to subsidize the purchase of health insurance by lower-income people? Much of the debate has focused on how people respond to direct subsidies, particularly vouchers or refundable tax credits. But the focus on direct subsidies is distracting people from thinking about alternatives. For example, New York implemented an indirect subsidy to lower-income people by creating Healthy New York, which basically involves reinsurance that the state provides to carriers for high-cost enrollees. In thinking about significant questions that the demonstrations should address, we need to include questions that relate to the insurance markets themselves. The designs of the different demonstrations must include alternatives for sharing the risk of high-cost enrollees among the population.
Defining the pertinent questions is the first step in designing a research strategy for structuring the demonstrations and the evaluations. The second step then is to design demonstrations that will provide the variation needed to answer the different questions. Some questions may be answered in only one or perhaps two of the demonstrations; other questions may be answered by all of the demonstration states. Throughout all the planning, however, the overriding priority must be to design the demonstrations so that selection biases or other contaminating confounders are not introduced. The scale of what needs to be done is akin to the efforts mounted with the RAND Health Insurance Experiment, and the Negative Income Tax and Income Maintenance Experiments in the 1970s.
The states cannot afford to convene meetings to design demonstrations that will yield research answers. It is not clear that the Department of Health and Human Services has a mandate to take such a lead. But foundations, such as the Henry J. Kaiser Family Foundation, the Robert Wood Johnson Foundation, the Commonwealth Fund, and the Pew Charitable Trusts (to name only a few), could finance such meetings and do so quickly.
In thinking through the practicalities of running such huge demonstrations, people who were instrumental in designing and analyzing the previous large social demonstrations should be tapped for advice about pitfalls. In addition, there is a generation of economists, sociologists, and other health services researchers who cut their teeth in graduate school on research connected to these great experiments and they, too, know about unintended or unforeseen consequences related to design decisions.
In a strange way, the current economy provides an opportunity to experiment with efforts to make health insurance more affordable to everyone in the United States. The sluggishness of the economy has made many more people vulnerable to losing their health coverage. Employ-ers and insurers are nervous about the rising costs of insurance as well. All of this may provide the political support needed for Congress to be bold and authorize the expenditures required to run the state demonstration sites recommended by the IOM. While political support is being gathered, those of us in the research community need to move quickly to create plans for such demonstrations so they will yield meaningful answers.
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